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Peru's Stabilization Agreements 


The International Monetary Fund has entered into 
a new stand-by arrangement with the Government of 
Peru, which permits drawings up to the equivalent of 
$25 million during the next 12 months; the U.S. Treas- 
ury has concluded a $17.5 million exchange agreement 
with the Peruvian Government; and credits amounting 
to $17.5 million have been negotiated by Peru with a 
group of U.S. private banks (the Chase Manhattan 
Bank, the First National City Bank of New York, and 
the Bank of America). 


In February 1954, as part of a broad stabilization 
program, the Fund agreed to a one-year stand-by 
arrangement with Peru for $12.5 million; and the 
Peruvian Government also arranged a $12.5 million 
exchange agreement with the U.S. Treasury and a credit 
of $5 million with a New York bank. The stand-by 
arrangement with the Fund and the two other stabiliza- 
tion credits were renewed three times for one year each, 
but they were not drawn upon. 


Europe 
U.K. Gold and Dollar Reserves 


U.K. gold and dollar reserves increased in Janu- 
ary by $131 million, to $2,404 million—the largest 
monthly rise in almost four years that is attributable 
solely to trade and currency movements. The United 
Kingdom paid out $13 million to the European Pay- 
ments Union in January in respect of its December 
deficit and a further $3 million to its EPU creditors; it 
will receive about $22 million in February in respect of 
the EPU surplus earned in January. 

The Economist points out that the inflow of funds 
for interest arbitrage played no large part in the Janu- 
ary increase. Temporary overseas investment of this 
kind in treasury bills is almost invariably covered in 
the forward market and thus has little net effect on the 
reserves. Such transactions must not be confused with 
the inflow of funds to replenish working balances that 
were drawn down last year and to cover extended ster- 
ling commitments. The present inflow is not an inrush 
of “hot” money but merely the restoration of a reason- 
ably comfortable working balance and comprises a 
straight switch back into sterling. 

Source: The Economist, London, England, February 8, 
1958. 


The assistance to Peru is designed to enable the 
country to maintain an orderly exchange certificate 
market substantially free from restrictions. The Peruvian 
authorities have stated that they intend to permit the 
certificate rate of the sol to fluctuate in response to 
fundamental market trends, intervening only in the 
presence of seasonal or speculative pressures. An 
important element in these arrangements is the fact 
that the Peruvian authorities are strengthening their 
stabilization program with a series of fiscal and credit 
measures. 

Under the exchange agreement with the U.S. Treas- 
ury, Peru may request the U.S. Stabilization Fund to 
purchase Peruvian currency should the occasion for 
such purchase arise. Any Peruvian currency so acquired 
by the Treasury would subsequently be repurchased by 
Peru for dollars. 

Sources: International Monetary Fund, Press Release, 
and U.S. Treasury Department, Press Re- 
lease, Washington, D.C., February 7, 1958. 


U.K. Interest Rates 

There has been a remarkable recovery in gilt-edged 
stocks in the London market in recent months, and 
most of the undated and several of the longer-dated 
issues have already made up the sharp losses suffered 
on September 19, when the bank rate was raised to 7 
per cent. Medium-dated stocks, however, are still lag- 
ging behind other issues. The main stimulus behind the 
rise has been the prospect of lower interest rates in 
London, following reductions in other centers. The 
strength of sterling and the recovery in the gold and 
dollar reserves have been contributory factors. It seems 
that gilt-edged stocks have already anticipated a cut in 
the bank rate of at least, if not more than, % per cent. 
A London County Council issue in the first week of 
February of £20 million of 6 per cent stock dated 
1975-78 at £99 is estimated to have been oversub- 
scribed at least ten times and possibly fifteen times. 

At the treasury bill tender in the first week of Febru- 
ary, the discount houses raised their bid by a further 4d. 
and obtained 65 per cent of their applications, the 
highest percentage for well over a year. The bill rate 
sell a further 4,¢ per cent, to £6 Is. 3.29d. per cent 
per annum. 


Sources: The Times, London, England, February 6 
and 8, 1958. 
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Financing of U.K. Nationalized Industries 


The powers of the U.K. Exchequer to make advances 
to the nationalized industries are to be extended from 
March 31, 1958, the end of the current financial year, 
to August 31, 1958, although no increase will be made 
in the maximum amount of money that the Exchequer 
is authorized to lend. The Paymaster General has said 
that the future method of financing these industries has 
to be considered in the context of the Government's 
general policies and that the necessary provision will 
be included in the 1958 Finance Bill. The extension 
of the present arrangement will enable funds to be 
provided between the end of the financial year and 
the coming into force of the Finance Bill. 

By Section 42 of the 1956 Finance Act, the Excheq- 
uer is empowered to lend (gross) up to £700 million in 
the two financial years, 1956-57 and'1957°58. “Actual 
advances for the first of these two years came to £284 
million, and estimated advances for the current year 
are £290 million (actual loans up to February 1 were 
£240 million). If this year’s estimate is fulfilled, the 
Exchequer will thus have about £125 million left for 
the five months to August 31. 

Source: The Times, London, England, February 6, 
1958. 


French Government Credit from the Bank of France 

The law approving a new agreement between the 
Treasury and the Bank of France, which supersedes 
similar agreements of last June and November (see this 
News Survey, Vol. X, pp.°9 and 180), is published in 
the Journal Officiel of January 30, 1958. Under the 
new agreement, F 400 billion of the F 550 billion of 
advances granted to the Treasury in 1957 will be con- 
solidated and gradually repaid out of the dividends of 
the Bank of France and the profits of the Exchange 
Stabilization Fund. The remaining F 150 billion will 
be at the disposal of the Government until December 31, 
1958. 


Source: Le Monde, Paris, France, January 31, 


Unemployment in the Netherlands 

The Prime Minister of the Netherlands, Dr. Drees, 
has stated in Parliament that, although the general level 
of unemployment at the end. of December 1957 did not 
give rise to concern, the rapid increase in December in 
the number unemployed, and the large number of 
unemployed in certain structurally weak spots of the 
economy, are disquieting. The increase of unemploy- 
ment in the building industry was greater than had 
been expected, In the metal industry, unemployment 
increased in only those branches that produce building 
materials or are, to a barge, extent, dependent on gov- 
ernment orders; other branches still had a shortage of 
labor. There was also af increase if unemployment in 
certain consumer goods industries, as consumers and 


1958. 


retailers deferred their ahuasn ciasfion developments, 
Under these circumstances, the Government found 
it necessary to take compensatory measures. In areas 
where unemployment in the building industry is large, 
municipalities are allowed more latitude in initiating 
new construction. The private building of homes in 
industrial areas in the north has been encouraged by the 
reintroduction of certain fiscal subsidies, which had 
been suspended last year under the program for restrict- 
ing domestic demand (see this News Survey, Vol. 1x. 
p. 280). Also, the Government is now investigating 
the need for initiating supplementary public works and 
for taking additional measures if private building activ- 
ity should lag behind expectations. 
Source: Nieuwe Rotterdamse Courant, 
Netherlands, January 29, 1958. 


Norwegian National Budget 

According to the Norwegian national budest for 
1958, Norway's balance of payments in the near future 
will be affected primarily by shipping developments, 
As a result. of the predicted deterioration in freight 
rates, net freight earnings are expected to decline by 
NKr, 400 million, to NKr 2.9 billion, in 1958, At the 
same.time, ship imports are expected to reach NKr 2.15 
billion, compared with NKr 1.58 billion in 1957. 
Changes in exports and imports will be. relatively less 
important than those in. shipping. The volume of 
exports is expected to increase, while prices will be 
lower than last year. The value of imports may rise 
slightly. more than the value of exports. The balance of 
payments deficit on goods and services account, includ- 
ing interest payments, is expected to reach NKr 1.1 
billion (US$154. million), in contrast to a surplus of 
NKr 50 million in 1957. To finance the deficit, foreign 
loans totaling NKr 330 million had been obtained by 
the beginning of the year; the remaining NKr 770 
million must be covered either by reducing foreign 
exchange holdings or by new foreign borrowing. The 
budget states, however, that international economic 
developments make these estimates rather tentative. 

The main aim of the Government's economic policy 
in 1958 is to prevent the balance of payments deficit 
from being larger than estimated and at the same time 
to secure a reasonable increase in production and to 
maintain full employment. 

Over-all production in 1958 is expected to show the 
same increase as in 1957, i.e., 3 per cent. Total invest- 
ment is expected to rise by about 7 per cent, which will 
mean an increase in the ratio of gross investment to 
gross national product from 34.6 per cént in 1957 to 
36.0 per cent in 1958. ‘In order to increase investment 
in certain sectors, it will be necessary to restrict invest- 
ment in general. Investment in shipping will increase 
by about 20 per cent, while investment in building’ and 
construction will bé about 2.5 per cent higher than in 


mension, 
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1957, Private consumption is expected to rise by about 
2.5 per cent. 

The fiscal budget will be presented on March 1, but 
the Government has announced that it aims at main- 
taining a, large surplus on current account. Monetary 
and credit policy will continue to aim at limiting the 
increase in domestic demand, and the Bank of Norway 
and the Ministry of Finance have reached agreements 
with the financial institutions concerning credit policy 
(see this News Survey, Vol. X, p. 244). 

Source: Norges Handels og Sjéfartstidende, Oslo, Nor- 
way, January 30, 1958. 


Labor Conditions in Norway 

Representatives of the Norwegian Employers’ Con- 
federation and the National Federation of Trade Unions 
have reached agreement on six jons to be 
presented to the members of the Organizations: 
(1) Wage agreements in the future should be for three 
years instead of two. (2) Working time should be 
shortened by three hours per week, to 45 hours per 
week, from March 1, 1959. (3) Wages should be 
adjusted to give 100 per cent compensation for the 
reduction in working time to workers who are paid by 
the hour and two thirds compensation to pieceworkers. 
(4) A so-called “low wage supplement” of NKr 0.18 
per hour should be paid to workers whose wages are 
appreciably below the general wage level. (5) A sup- 
plementary pension scheme should be discussed and a 
report on this subject submitted in 1960. (6) The 
“ceiling” of the cost of living index on which wage 
adjustments are based should be raised from 153 
to 160 (1949—100). 

All the members of the organizations are to vote on 
the recommendations by March 3. The Federation 
of Trade Unions has decided to take a vote of all 
members instead of following the usual procedure of 
voting at the meetings of the Trade Unions. 

Source: Norges Handels og Sj@fartstidende, Oslo, Nor- 
way, February 4, 1958. 


Sweden's Exchange Reserves 

Sweden’s total gold and foreign exchange reserves, 
which had increased by SKr 214 million in 1956, rose 
by only SKr 73 million in 1957. The relative share of 
gold and dollars in the total reserves decreased by 1 per 
cent, to 91 per cent, during 1957, compared with an 
increase of 2 per cent in the preceding year. 

The gold and foreign exchange reserves of the Riks- 
bank fell by SKr 88 million, to SKr 2,360 million, 
during 1957, whereas in 1956 they had risen by SKr 18 
million. The net sight claims in foreign currencies of 
the commercial banks increased by SKr 161 million, 
to SKr 478 million, against an improvement of SKr 196 
million.in 1956. 3 
Source: Svenska Dagbladet, Stockholm, Sweden, Janu- 

ary 26, 1958. 


Sweden's Current Account Deficit 


Sweden’s total deficit on current account in 1957 was 
only some SKr 30 million, compared with SKr 127 
million in 1956. The improvement was due to increased 
net income from shipping, which reached SKr 1,400 
million. 

Both exports and imports set new records in 1957. 
Exports yielded SKr 11,104 million, against SKr 10,067 
million in 1956, while imports rose to SKr 12,533 
million, from SKr 11,434 million the year before. The 
import surplus thus amounted to SKr 1,429 million, 
against SKr 1,367 million in 1956, 

Of the increase in imports, machines and means of 
transportation accounted for the largest part, or nearly 
SKr 500 million. Machinery and instruments also con- 
tributed nearly SKr 300 million to the rise in exports, 
while ships contributed SKr 270 million, iron ore 
SKr 130 million, and foodstuffs and lumber about 
SKr 100 million. Exports of sawn and planed lumber 
reached the highest figure since 1929. 

Source: American-Swedish News Exchange, Inc., News 
from Sweden, New York, N.Y., February 5, 
1958. 


Effects on Individuals of Increased Interest Rates in Sweden 


The Swedish Institute .of. Economic Research has. 
attempted to assess the direct effect on the interest costs 
and income of private individuals of the July 1957 
increase in the bank rate, from 4 per cent to 5 per cent. 
No allowance has been made in the estimates for losses 
through lower security prices. Furthermore, it has been 
assumed that the yield on real assets, bonds, and shares 
was not affected by the new bank rate. The estimates, 
which leave room for a large margin of error, indicate 
that the raising of the bank rate resulted in an increased 
total net outlay of SKr 25 million, which is the differ- 
ence between an increase in income of SKr 100 million 
and an increase in expenditure of SKr 125 million. If 
the new bank rate had been followed by higher rents, 
the net loss for private households would have been 
raised to about SKr 85 million. Among the different 
occupational groups, the greatest loss has been suffered 
by businessmen, followed by farmers and employees. 
Workers and “other” income earners have gained 
slightly. The difference between employees and work- 
ers may be explained by the fact that the former tend 
to place more of their savings in bonds and shares and 
less in bank holdings; at the same time, they have rela- 
tively larger bank loans (study loans, etc.) than the 
workers. 

Source: Svenska Handelsbanken, Index, Stockholm, 
Sweden, December 1957. 


Wages and Productivity in West Germany 
The Ministry of Labor of the Federal Republic of 
Germany reports that the increase in incomes between 
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1950 and 1957 was greater than the rise in productiv- 
ity; the working population’s per capita income, cal- 
culated at current market prices, increased by about 
63 per cent during that period, wages rose by 50 per 
cent, while productivity rose by only 35 per cent. The 
substantial increase in incomes is attributed primarily 
to the full use of the country’s economic resources dur- 
ing the reconstruction period and, more recently, to the 
rise in the foreign trade surpluses and the constant 
pressure from capital investment. 

The Ministry notes that in 1957 the increase in wages 
was roughly the same as the increase in productivity, 
and that this was probably true for earnings in all 
sectors of the economy. During 1956, in contrast, 
average net weekly earnings of all workers (excluding 
those in mining) rose 7 per cent above earnings in 
1955, whereas output per worker rose by only 1.4 
per cent. 

Source: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, January 18, 1958. 


Yugoslavia’s Foreign Trade in 1957 


Yugoslav exports in 1957 amounted to $393 million, 
an increase of 22 per cent over the 1956 total of $323 
million. Imports rose by 39 per cent—from $474 mil- 
lion to $660 million. Thus the 1957 trade deficit of 
$267 million was 76 per cent higher than the 1956 
deficit. The major part of the deficit was covered by 
foreign aid, reparations and restitutions, and donations. 
Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 

February 1, 1958. 


Middle East 

™ 

Egypf's Foreign Exchange Reserves 
Egypt’s foreign exchange reserves at the end of 

November 1957 were LE 198.7 million, compared with 
LE 210.4 million at the end of 1956. Of the total re- 
serves at the end of November, gold accounted for 
LE 65.6 million, U.S. dollars for LE 17.9 million, ster- 
ling for LE 93.3 million, and other currencies for 
LE 21.9 million. While sterling assets declined by 
LE 14.1 million during the first 11 months of 1957, 
and dollar assets fell by LE 3.0 million, gold remained 
unchanged and other assets increased by LE 5.4 mil- 
lion. The decline in sterling assets represented largely 
a payment to the Sudan of LE 14.6 million against 
Egyptian currency withdrawn from the Sudan in ac- 
cordance with the Egyptian-Sudanese financial agree- 
ment of April 1957. 
Sources: Al Ahram, January 7, 1958, and National 

Bank of Egypt, Economic Bulletin, Vol. X, 

No. 3, 1957, Cairo, Egypt. 


Far East 
Foreign Credits to India 


The Principal Secretary to the Indian Ministry of 
Finance stated on January 16 that the estimated foreign 
exchange gap for the period from December 1957 to 
the end of the Second Plan period (March 1961) is 
$1,470 million. India has already entered into commit- 
ments totaling approximately $580 million. He noted 
that Japan had recently extended a yen credit to India. 
This, together with further assistance of about $100 
million expected from the International Bank for Recon- 
struction and Development, and the deferment of sub- 
stantial payments to West Germany for the Rourkela 
steel mill, would further ease the situation. He stated 
that an Indian financial mission was leaving for Wash- 
ington to discuss details of a proposed loan of $225 
million from the U.S. Government. 

Addressing a press conference in New Delhi on 
January 16, the U.S. Ambassador to India discussed 
certain aspects of the U.S. Government’s loan offer; 
70 per cent of the loan would be from the Export- 
Import Bank and 30 per cent from the new Develop- 
ment Loan Fund. He said that India would be eligible 
for further assistance under the revolving system of 
credit offered by the Development Loan Fund. Of the 
loan assistance channeled through the Export-Import 
Bank, the Government of India would determine the 
allocation between private and public enterprises. The 
Ambassador indicated that the U.S. Government is 
considering further measures to assist India in meeting 
its current food shortage, including the shipment of 
900,000 tons of wheat by June 30. Of this amount, 
700,000 tons would be obtained in substitution of part 
of the cotton authorized by the 1956 Agricultural Loan 
Agreement under Public Law 480, and 200,000 tons 
would be obtained on a barter basis in exchange for 
ores, such as manganese. With the new loan offer, total 
financial assistance from the United States to inde- 
pendent India will amount to $1,275 million. 

The Japanese line of credit, for which an agreement 
has already been concluded by the two Governments, 
is for ¥ 18 billion (approximately US$50.4 million), 
to be made available within a period of three years. 
The agreement provides that loans will be granted by 
the Export-Import Bank of Japan against this line of 
credit, to enable the Government of India or parties 
recommended by it to import Japanese products, includ- 
ing railway equipment, hydro and thermal power equip- 
ment, dam construction equipment, coal and ore mining 
and processing equipment, port equipment, ships, indus- 
trial machinery (e.g., equipment for rayon, pulp, 
caustic soda, and fertilizer factories), machine tools, 
and other items agreed upon by the two Governments. 
The loans will be repaid within ten years; the rate of 








interest will be determined on the basis of the normal 

rate charged by the International Bank for Reconstruc- 

tion and Development. 

On February 4, India and Japan signed a trade 
agreement providing for most-favored-nation treatment. 
The agreement is valid for two years, but will continue 
in force thereafter, subject to three months’ notice. 
Schedules appended to this agreement list the main 
commodities in which trade is expected to be increased. 
The schedule of Indian exports includes agricultural 
products, industrial raw materials, minerals, and mis- 
cellaneous items; the list of Japanese exports includes 
capital goods and machinery, iron and steel and other 
metals, chemicals, dyes, wood, and paper products. 

The Government of India has accepted an offer from 
the U.K. Government to pay to India not only the 
annual installment of £4 million that is due on April 1, 
1958, under the sterling pension arrangements of 1955, 
but also three more installments in advance. 

Sources: Information Service of India, /ndiagram, 
Washington, D.C., January 20 and Febru- 
ary 5, 1958; The Times, London, England, 
February 8, 1958. 


Ceylon Government Loans 


Two loans issued at par and totaling Rs 25 million, 
which were offered by the Government of Ceylon on 
December 2, 1957, were fully subscribed. One issue, 
totaling Rs 6 million, is repayable in 5 to 7 years and 
carries an interest rate of 2% per cent. The second 
issue of Rs 19 million is to mature in 16 to 20 years; 
its interest rate is 3% per cent. Both loans are to 
finance government development expenditures. About 
36 per cent was subscribed by the commercial banks 
and the rest by various institutions and individuals. 
Sources: The Ceylon Government Gazette, Novem- 

ber 25, 1957, and Central Bank of Ceylon, 
Bulletin, December 1957, Colombo, Ceylon. 


Government Tea Planting in Ceylon 


A Ceylon State Plantation Corporation is being 
established by the Government to open and manage 
government-owned plantations on undeveloped crown 
land. The planting of tea on 30,000 acres of crown 
land is approved by the Government; the planting of 
1,000. acres will be undertaken by the Corporation 
within two months at a cost of Rs 8 million. 

Source: Ceylon Daily News, Colombo, Ceylon, Decem- 
ber 10, 1957. 


Ban on Imports of Plywood into Thailand 


To promote domestic production of plywood and 
fiber board of a thickness of one-half inch or less, the 
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Ministry of Economic Affairs of Thailand has placed 

the products under import control. Effective Novem- 

ber 27, 1957, permits to import these products must 

be obtained from the Foreign Trade Department. 

Source: The Bangkok Post, Bangkok, Thailand, No- 
vember 29, 1957. 


Viet-Wam’'s Rice Export Quota 


South Viet-Nam’s global rice export quota for 1958 
has been set officially at 250,000 metric tons. The 
official quota for 1957 was 200,000 tons, of which 
176,000 tons had been exported by October. Of the 
exports, 65 per cent went to the franc area. The 
export price of rice in Saigon has increased substantially, 
from a low of $100 per metric ton for No. 1, 25 per 
cent broken rice early in June 1957 to $128 per metric 
ton at the end of October. 


Source: Department of Agriculture, Foreign Crops 
and Markets, Washington, D.C., January 6, 
1958. 


Taiwan's Foreign Trade in 1957 


Trade statistics released by the Foreign Exchange 
and Foreign Trade Commission, based on the Bank of 
Taiwan's foreign exchange settlement figures, show that 
exports from Taiwan in 1957 reached a record postwar 
high equivalent to US$168.5 million, about 30 per cent 
higher than the 1956 figure. Imports, excluding U.S. 
aid arrivals and those financed by importers’ own 
exchange, amounted to a new high of $138.8 million, 
about 21 per cent more than in the previous year. Thus 
for 1957 Taiwan had a favorable trade balance of $29.7 
million, the second highest since 1950. These favorable 
results were due principally to the large volume of 
sugar exports, the favorable price in world markets, 
and the opening of new sugar markets, particularly in 
the Middle East. The increase in imports reflected the 
greater demand for imports of raw materials and of 
capital equipment for industrial use. 


Source: Bank of Taiwan, Report on Foreign Exchange 
Business, Taipei, Taiwan, December 1957. 


Coal Production in Korea 


Hard coal output in Korea in 1957 totaled 2,440,960 
tons. This was an increase of 34 per cent over the 1956 
production of 1,815,371 tons, and 15 per cent more 
than the 1957 goal of 2,116,000 tons. Of the total 
produced, 1,520,130 tons was mined at the government- 
controlled Dai Han Coal Corporation, which bettered 
its 1956 output by 20 per cent. Output of privately 
operated coal mines was 920,836 tons, 66 per cent 
more than in 1956. 


Source: The Korean Republic, Seoul, Korea, Janu- 
ary 20, 1958. 
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Plans for Fertilizer Production in Korea 


A contract for the construction of the Naju fertilizer 
plant, with a.capacity of, 85,000 tons per year, wes 
signed in Seoul on Janyary, 31,1958 by the Korean 
Minister of Commerce and Industry and the German 
consul in Seoul on behalf of a West German contracting 
firm. Work is to begin next.May and completion of the 
plant is expected by, September 1960. The plant, 
together with the Chungju fertilizer plant of the same 
capacity now under construction, will supply about 20 
per cent of Korea’s fertilizer requirements, which 
amount to 835,000 tons annually. In an effort to lessen 
dependence on fertilizer imports, the Government. is 
planning to build a third plant, also with a capacity of 
85,000 tons. 

Construction of the .Naju plant..is expected to. cost 
$23.5 million and 2.5 billion hwan. Of the dollar cost, 
30 per cent was to be paid when the contract was 
signed and 20 per cent each after l.year, 1% years, 
and 2 years; the remaining 10 per cent will be paid 
when the plant is completed, 

Sources: The Korean Republic, Seoul, Korea, Janu- 
ary 31 and February 1, 1958. 


Agreement Between Japan and Indonesia 


A peace treaty and reparations agreement between 
Japan and Indonesia was signed on January 20. When 
the treaty comes into force after its ratification by the 
two countries, the state of war existing between them 
since 1942 will be terminated. 

Pending the conclusion of treaties to govern trade, 
maritime, and aviation relations, the two countries will 
accord each other nondiscriminatory treatment in these 
respects. Under the reparations agreement, Japan will 
provide Indonesia with Japanese products and services 
valued at $223,080,000 over 12 years. The products 
will be primarily capital goods, but Indonesia may 
request other goods. Indonesia will also have the right 
to seize, retain, liquidate, or otherwise. dispose of all 
property, rights, and interests of Japan and Japanese 
nationals which are subject to its jurisdiction when the 
treaty comes into force. In separate notes, Japan has 
written off trade debts of about $176 million and has 
guaranteed private loans of $400 million to Indonesia. 
The right to determine the fields of investment and the 
industries for which the loans may be contracted rests 
with Indonesia. 

Sources: The Japan Times, Tokyo, Japan, January 21, 
1958; Embassy of Japan, Japan Report, 
Washington, D.C., February 1, 1958, 


Indonesian Rice Imports 


Indonesia’s imports of milled rice fell to 751,000 
short tons in 1957, from 841,000 tons in 1956. Close 
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to’ 40 per cent of ‘the imports ‘(297,000 tons) ‘was 
surplus rice from the United States. Other large’ rice 
shipments came from Burma (230,000 tons), Thailand 
(136,000 tons), and Italy (45,000 tons). The imports 
from the United States were considerably larger; and 
those from Burma, Thailand, and Italy were smaller; 
than the 1956 imports. 


Source: Department of Agriculture, Forei. 


Markets, Washington, DL., 
1958. = 


rn. Cron ee 


Indonesian-Hungarian Trade Agreement 

A trade agreement between Indonesia and Hungary, 
which has recently been renewed, is valid up to Octo- 
ber 16, 1958; thereafter it will be renewed automatically 
for one-year periods » eae Ratha, Ree Pate oot 
termination is given by ei d 
agreement for the first time hails tiiiiedek tobacco 
in the list of goods available in exchange for Hungarian 
goods, and stipulates that all transactions between the 
two countries shall be financed in transferable sterling 
only. 
Source: Department of Agriculture, Foreign Crops and 

Markets, Washington, D.C., February 3, 1958. 


United States and Canada 


Unemployment in the United States 


Unemployment in the United States increased by 1.1 
million in January, to 4.5 million, the largest number 
of persons unemployed since 1950. The January in- 
crease was the greatest in any month since 1940. As a 
result, the ratio of unemployed persons to the labor 
force rose to 5.8 per cent. Prior to the autumn of 
1957, this ratio had ranged between 4 and 4.5 per cent 
for over two years. During the 1954 business recession, 
it was more than 6 per cent; end in ‘late 1949 it was 
close to 7 percent; -~ tn + 1 

In addition to the wholly a 2 million work- 
ers were employed for less than 35 hours per week in 
January. This group of part-time workers had been 
comparatively stable at about 1 million during the 
previous two years. 

Total employment in January was 62.2 million, 2.2 
million below December and 5 million lower than the 
record high set last summer. 

Source: The Washington Post and Times-Herald, 
Washington, D. C., February 12, 1958. 


U.S. Automobile Sales and Stocks 
Sales of new automobiles in the Uni 


States fell 
in January to the lowest daily rate in four years. Sales 
totaled 381,000, a decline of about 23 per cent from 


both December and January 1957. Despite production 
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cutbacks and)labor difficulties, automobile. makers pro- 

duced 489,000. cars in January of this. year—108,000 

more than were sold, by dealers.. As a result, inventories 

on January 31 were 825,000 cars, 20 per. cent,higher 

than on January. 31, .1957,... 

Source: The. Wall Street Journal, New. York, N. Y., 
February 10, 1958. 


US. Surplus Agricultural Disposal 


Several important maminanes to the U. S. Agricul- 
tural Trade and Development Act (Public Law 480) 
were made during the»period July-December 1957: 
Authority to sell surplus farm commodities for foreign 
currencies was increased from $3 billion to $4 billion, 
and authority to donate surpluses for famine. relief was 
raised from $500 million to $800 million. The Act 


currencies acquired should be used for loans to U. S. 
and other firms to assist in the development and ex- 
pansion of private enterprise in the countries with which 
agreements are made. Another amendment permitted 
barter transactions with Eastern European satellite 
countries and the donation of surpluses to these coun- 
tries. 

Programming ’ of surpluses under the Act totaled 
$591 million SP ae -December, bringing to $5.8 
billion the~ total of programming since the 
beginning of operations. Sales for foreign currencies 
have accounted for $3.3 billion, or about 4)per cent, 
of the total, of which about three fourths has been 
shipped. Cumulative authorizations’ for emergency 
relief abroad have totaled $391 million; donations 
through voluntary agencies and intergovernmental or- 
ganizations, $1,216:million; and barter contracts, $873 
million. 

Agreements for disposal abroad for local currencies 
and authorizations for emergency relief were larger in 
July-December than during the previous six-month 
period; this probably reflects the virtiial’ extiatstion of 
available funds toward the end of the January-June 
period. In contrast, donations and barter were less than 
during the earlier period. Barter contracts of only $3 
million in July-December compare with $125 million 
negotiated in January-June. The sharp decline re- 
sulted: from a ruling in May 1957 that the: disposal of 
surpluses under barter contracts could not be author- 
ized unless the contractors ‘could: prove ‘that such dis- 
posal would not displace U. S. farm exports for dollars. 
Source: The Seventh Semiannual Report on Activities 

Under Public Law - Degen yr aX c.. 
February 4, 1958. Out 


Canada’s Foreign Trade” 


_ The) deficit..in Poni cepdenin 1957 was 
$690 million; $150 million below the high figure of 


1956. Commodity exports were, $4.94 billion; 1.5 pes 
cent more than in 1956, ae imports declined by 


$75 million, to $5.63 ‘billion! ‘The improvement im the 
trade balance ‘was du¢ primarily to an increase in ex- 
ports to, and a decrease in ‘imports from, the United 
Statés. Exports to the United States rose from $2.88 
billion im 1956 to’ $2.94 billion in 1957, while im- 
ports declined from $4.16 billion t6°$4.01 billion; thus 
the deficit decreaSed from $1128 billion to $1.06 billion: 
The customary export balance with the United King- 
dom ‘dropped sharply, frém $330 million to’ $220 
million, as exports fell by 9 per cent, to $740 million, 
and imports rose by 7.5 per cent, to’ $520 million. 
There were small increasés in both exports to and 
imports ffom other countries; the export surplus’ ‘with 
this group rose from $107 million to $149 million. 
Source: Dominion Bureau ‘Of Statistits, ‘WeeRly Bulle- 
tin, Ottawa, Canada, February 7, 1958. 


Latin America” 
Decrease in Brazil's Coffee Exports 


Exports of coffee from Brazil in the. calendar year 
1957 fell to 14,306,605 bags, from 16,804,744 bags 
in 1956. For the first,six months.of.the 1957-58. mar- 
keting year (July-December), exports amounted to 
7.8 million bags. Brazilian exports will therefore have 
to average 1.2 million bags per month in the January- 
June 1958 period to attain a level of 15 million bags 
for the ‘entire marketing “year. During the 1956-57 
marketing year, exports totaléd 14.9 million bags. 
Source: Department of Agrictlture, Foreign Crops and 

Markets, Wastingion, D. C., February 10, 
1958. 


Other Seunteles 


South Atrican Budget and Reserves 


In the parliamentary debate of the Part Appropria- 
tion Bill, which provides for government expenditure 
of £215 million until the main budget is introduced 
later this year; the South African Minister of Finarice 
Stated that the budget for the fiscal year ending 
March 31, 1958 is expected to show a surplus of £12 
million. An increase in revénue from import duties, 
following the relaxation of import control, is respon- 
sible for the major part of the surplus. But it has also 
been possible, beyond expectation, to catch up with 
the assessment and collection’ of ‘tax arrears.’ The 
Minister said that the surplus Woiild not mean a re- 
duction in taxes, since the inttéaséd GOflections during 
1957-58 were due partly to tax arrears and this factor 
will reduce the amount available for collection’ in’sub- 
sequemt years. The Minister pointed out that the pres- 
ent tax burden in South Africa is:actually lighter than 
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it was ten years ago. The income tax, especially for 
the middle and lower income groups, is lower than in 
most countries in a comparable stage of development. 
The favorable budget position has been brought about 
by the practice of diverting substantial amounts of 
current revenue to loan account. This is one of the 
factors contributing materially to the high credit stand- 
ing which the country has overseas. 


The Minister stated that the 1957 payments on cur- 
rent account are estimated to have been in balance. 
This shows remarkable progress in view of the fact that 
import control has been virtually lifted. He added that 
the decline of £30 million in foreign exchange reserves 
during 1957 is no cause for concern. The factors 
operating were largely temporary in character. He 
ascribed the decline partly to the larger imports which 
followed the relaxation of import control. The market 
for the goods concerned was saturated to such an extent 
that it is highly unlikely that there will be a repetition 
this year. He emphasized that there is no talk of 
tightening import control, and that the balance between 
the country’s imports and exports is sound. South 
Africa’s overseas reserves will eventually reflect the pay- 
ments for exports which had been delayed as a result 
of the increase in the U.K. bank rate, while immediate 
payment had to be made for imports. In accordance 
with South Africa’s seasonal trade pattern, reserves may 
drop still further, but it is believed that the country is 
financially strong enough to bear the decrease. 

The Minister said that South Africa is in a position 
to finance 97 per cent of its capital requirements from 
local funds and, as a result, it is more independent of 
overseas countries than it was ten years ago when it 
had to rely on foreign countries for two thirds of its 
capital requirements. This does not mean that the 
Government has underestimated the importance of 
overseas capital as a stimulus to industry but, owing to 
the unstable nature of such capital, it is wise to en- 
courage the country’s citizens to increase their savings. 
He pointed out that, throughout the world, the factors 
which, until recently, had caused an expansion of 
industrial activity are now less active and, as a result, 
expansion of industry will necessarily be slack during 
the next few years. In this connection, South Africa 
is in an exceptionally favorable position, owing to its 
sound economy and supporting gold industry. 

The Minister stated that South Africa’s most im- 
portant problem will be the readjustment of commodity 
prices to lower levels. The decline in prices of producer 
goods must be accompanied by a corresponding de- 
crease in prices of consumer goods; the country could 
thus build a stronger currency. 

Source: Summary of Speech by Minister of Finance, 
Information Service of South Africa, Washing- 
ton, D. C., January 27, 1958. 


Financial Agreement Between France and Morocco 


In order to ease the effects on prices of the de facto 
devaluation of its currency, following the devaluation 
of the French franc in August-October 1957, the Moroc- 
can Government in December 1957 proposed an up- 
ward revaluation of the Moroccan franc by 10-15 per 
cent. In early February, however, France and Morocco 
concluded an agreement that enables Morocco to keep 
its currency at par with the French franc. To absorb 
the rise, resulting from the devaluation, in the prices of 
imports from foreign countries, the agreement provides 
that the Moroccan Government will suspend indirect 
taxes on a number of imported commodities (e.g., tea, 
sugar, textiles, some equipment goods). To compen- 
sate the Moroccan Treasury for this loss in receipts, 
the French Exchange Stabilization Fund will grant F 4 
billion to Morocco, and the French Treasury will ad- 
vance F 2.3 billion to the Moroccan Treasury before 
December 31, 1958. 

Sources: Le Monde, Paris, France, February 2-3 and 4, 
1958. 


Withdrawal of Spanish Currency from Morocco 


An agreement was signed on July 7, 1957, between 
representatives of Spain and Morocco, for the with- 
drawal of Spanish peseta notes and coins from circula- 
tion in the former Zone of the Spanish Protectorate 
in Morocco and the conversion into Moroccan francs 
of all bank accounts and all debts and credits estab- 
lished in pesetas, payment of which will have to be 
made in the former Zone. The fiduciary circulation of 
pesetas in the Zone was believed to be about 1 billion 
pesetas. This amount is to be used in part settlement 
of the debts of the Moroccan State to the Spanish State, 
the agreed total of which is 2,298,937,257 pesetas. The 
remainder of these debts will be settled by the delivery 
to the Spanish Government of 3 per cent bearer secu- 
rities of redeemable debt issued in pesetas. 

Source: Departamento Extranjero del Banco Central, 
Boletin Informativo, Madrid, Spain, Decem- 
ber 1957. 
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